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As I stand here before you today, serious questions are being levelled at regulators in the United States. Taxpayers, journalists and a wide range of other concerned parties are asking why America’s financial regulators and the leaders of some of its largest financial institutions stood back and allowed questionable lending practices to go on for so long without intervening. How could these regulatory and business leaders turn a blind eye to practices that now appear to be threatening the entire global economy with recession?

US taxpayers and congress are also questioning why they have been asked to hand over a sum of money roughly equivalent to the size of Australia’s annual GDP, just to bail out those who created the mess in the first place.

Much of what we are seeing today in the financial markets is a failure of effective leadership.

Strong leadership is fundamental to the success of any economy, and doesn’t just involve business and political leaders. Effective leadership in necessary among regulators, heads of government departments and agencies and all those who have a potential influence on the welfare of Australian residents.

Leadership is fundamental to our system of governance, and it is fundamental to the smooth functioning of our society in general. It is also essential when organisations are going through change that strong leaders are able to take an organisation where it is trying to go.

Today I would like to share some of my experiences at the helm of the ACCC, an organisation that itself has undergone significant change since I became chairman five years ago.

What makes a good leader?

We can all think of examples of both good and bad leaders. And there are a thousand books that you could go out and buy tomorrow that would give you endless pieces of advice and different ways to become a good leader. 

The difficulty in defining an effective leader is that there are no hard and fast rules. Few would argue that Winston Churchill and Nelson Mandela have both been great leaders, although their individual styles are poles apart. There are however, a few general characteristics which are commonly found in many leaders. These are not specific to government regulators or merchant bankers, they are attributes that apply equally to any position of authority. 

They include:

· An ability to think logically and objectively;

· Self confidence and the courage of your convictions;

· An ability to communicate your thoughts in a way most appropriate for the audience to whom you are communicating, whether it be public or private, large or small;

· A real enthusiasm for whatever you are undertaking – a commitment to achieving one’s goals;

· Having a thick skin;

· A sense of broader community responsibility;

· By the way, it doesn’t hurt to have a little technical expertise as well, but that is icing on the cake.

Objective thinking

It seems almost trite to say that it is important to think logically and objectively – not subjectively – in everything you do.

Subjective thinkers often tend to be pigeon-holed, sidelined, can lack innovation and can struggle to adapt to change. Objective and rational analysis is an essential foundation stone for all the other attributes I have listed.

Confidence & conviction

Having the courage of your convictions involves having sufficient confidence in your beliefs and values. It involves your ability to objectively analyse and rationalise what you are seeking to achieve and pursuing those goals with determination, tenacity and vigour.  But that does not imply arrogance, recalcitrance or plain and simple pig-headedness. 

What conviction requires is an ability to objectively analyse what you are doing, analyse what others are doing, listen to others, and have sufficient self-confidence to the extent that you do not believe that you have to push your own view to the end. 

Acknowledge that someone else might have a better view, but don’t necessarily concede the other view in preference to your own.  Analyse objectively and carefully and come to a rational, logical conclusion.  But ultimately, if you believe something, having carefully analysed it, then have the courage to pursue it.

I doubt that I will ever forget the comments of noted English commentator, Paul Johnson during a lecture tour in Australia back in 1982.  His tour took place just prior to forthcoming national elections in England and Australia.  He predicted that Margaret Thatcher would win her election because she had the courage of her convictions, while Malcolm Fraser would lose his because he did not.  Johnson was right on the results of both elections – I will leave it to you to decide if his reasoning was correct.

Communication

Of course the most brilliant mind and technical ability combined with a complete self-confidence and courage of your convictions will be of little use if you have no way of getting your message out.

Some people have a natural charisma and an innate ability to communicate. Unfortunately for the rest of us, effective communication skills are an art that needs to be honed and developed.

Communication is so often misunderstood as meaning speaking or conveying your own thoughts.  Of course it is not just this.  It also means listening to what people are saying and then discerning what you think they are really trying to say.  

Once you have understood what is being said, it’s important not to become so fixed on your own view that you fail to appreciate that there is another valid opinion being presented.

You may not agree with that view but it is always worth considering.  All good leaders are able to critically assess their own views and where they are found wanting, to adjust their own positions accordingly.

Commitment & enthusiasm

So far, I have been focussing on logical and objective thinking and communication processes.  But from a personal motivational viewpoint I put it to you that a crucial element of future success is having a real enthusiasm for what you are doing.   

I am constantly bewildered at the number of my colleagues who bemoan their daily existence and wonder aloud why they have not been able to pursue careers and lifestyles which they find challenging, stimulating and above all, satisfying.

The answer is simple – they have failed to make it happen.

Constantly reassess your own enthusiasm for whatever your daily pursuit may be and ensure that it stills lights a fire inside. Ambivalence ultimately leads to distrust among those who work for you, and there is little more damaging to your reputation than losing the trust of your staff.

Thick skin

A few days ago I attended a farewell event for one of my most strident critics, Telstra’s Phil Burgess. I was surprised at the number of people who queried why I attended the dinner – some even jokingly suggested I wanted to make sure he left. 

During his time in Australia, Phil engaged in a relentless campaign of attacking regulation, and at times me personally, referring to me as a rogue regulator, car bomber, and perhaps most colourfully of all, a maggot.

Not only did I attend, I also spoke about Phil to the gathered throng. I noted I would miss reading of his latest rants and raves. I would miss the various descriptions he had applied to me. But above all, I noted that I would miss a decent guy who never allowed vigour of his presentation of Telstra’s case to overshadow the personal friendship that had developed between us. I wished him well in his future endeavours.

Criticism is an unavoidable consequence of leading, driving and being at the forefront of change.

I am often asked how I deal with the many criticisms that inevitably come to bear on the activities that I undertake.

To my mind the principles are the same as those that I have just been enunciating.  

Listen but have the courage of your convictions. Listen to critics and carefully analyse what they are saying.

Analyse whether there is any veracity in the issues being raised by them or whether it is self-interest or ignorance of the issues that is the source of the criticism.  

Focus all the time on a whole community benefit rather than a sectoral benefit. Focus on concerns that your critics might have and establish if the concerns can be alleviated by better communication and by dealing with genuine concerns through a process of adjustment.

Reflecting on the last three years and the effectiveness of that campaign by Telstra to undermine the ACCC, I would have to say that so far, it has been largely unsuccessful. Despite attempts to undermine its credibility in the eyes of the public and government, the ACCC remains respected for its views and expertise in the telecommunications sector. It remains closely involved in advising the independent expert panel considering tenders for a national broadband network, and the involvement of the ACCC in administering regulation of the sector has not been wound back.

By analysing those criticisms, but remaining true to its convictions, the ACCC has fared well as an organisation in the face of that particular campaign.

The ACCC experience

When I joined the ACCC in 2003, it was an organisation of around 490 people. This year, that number climbed to 638 and the size of the ACCC’s budget has also grown significantly in that time. There have been major additions to the regulator’s responsibilities in those five years. The ACCC has been passed additional responsibilities in price monitoring, oversight of water trading markets, its product safety role has expanded and the organisation has presided over record growth in the number of merger assessments carried out every year. In short, it has been a time of substantial change, and leading the organisation through that change while maintaining and enhancing the ACCC’s reputation for integrity, fairness, efficiency and professionalism were among the main goals I and the other commissioners set for the organisation.

There were however, a number of cultural issues that needed to be addressed.

We needed to acknowledge that there were some aspects of the modus operandi of the Commission prior to June 2003 that were the subject of criticism, in some cases by vested interest groups but in some other cases by independent review bodies including the Federal Court, the media, Parliament and the Dawson Review.
It is these criticisms which can ultimately damage the reputation of the Commission and the community respect for the integrity of its processes and administration. 

Effective leaders need to pay attention to these criticisms, whether they believe them to be valid or simply spurious – the criticism itself can be as damaging to an organisation’s reputation as the actual fault being highlighted.

One of the subtle changes I sought to implement early on was designed to minimise any natural tendency on the part of staff to behave with undue deference to the Chairman or commissioners. Above all there was a specific focus on encouraging vigorous debate on all issues before the Commission. 

I remember one particular occasion where I was taking a flight with a senior member of staff and we were discussing a particularly complicated matter. I asked my general manager what staff’s view on the matter was, and was told, “We were waiting to hear back from commissioners before putting forward a position”.

I blew my stack on that occasion, but it highlighted to me an internal problem that we as a commission faced – that staff were reluctant to engage in robust debate with their leaders.

It took some time to turn around the attitude of staff telling commissioners what they thought they wanted to hear. We achieved this by repeatedly reinforcing the message that while their view may not always be accepted by commissioners, they would always be considered in a courteous and serious way. The message I wanted to get across was that expressing a view contrary to that of the chairman would not land you in hot water, but take shelter if I find out you’re telling me what you think I want to hear, rather than your own views on a matter!

Vigorous debate and robust discussion (which may at times become even aggressive) should not be interpreted as hostile disagreement. Commission members should and will have disparate views on the vast range of issues that come before the Commission. And sometimes, it may not be possible to achieve a final position that all commissioners are comfortable with.  

But no single view should dominate. Not that of the Chairman, not that of the Chair of any committee.

It will not always be possible to have unanimous agreement and it may not always be possible to accommodate the views of every Commissioner.

But debate is not division – dissent is not disloyalty.

Debate must be open and transparent. Private behind-closed-doors lobbying is destructive and leads to factions which are inherently dysfunctional. This is poor leadership.

The final position of the Commission on every issue must be a collegiate position even if an individual Commissioner does not fully approve of that position. It is untenable for a dissenting Commissioner to publicly dissent or privately disown the position of the Commission on any matter.

Advice we receive from staff must be frank and fearless. Staff recognise that ultimately the Commission must make the decision and carry responsibility for it. But the Commission expects from staff that they will ensure that it has all relevant information, that it will be subjected to rigorous debate and the Commission’s views are tested. If staff don’t like the direction of a discussion, they are encouraged to test us, challenge us. Each of the Commissioners will express their views robustly, and sometimes very aggressively, but staff must test those views equally as robustly and aggressively. Staff should never feel intimidated – never feel the need to be deferential. They should expect, indeed encourage robust and aggressive, but always courteous, debate.

And these principles apply to each and every member of the Commission, including in particular the Chairman. If staff don’t like my own views on a particular subject, they are exhorted to tell me, test me, suggest alternatives and debate – and still be prepared for my ultimate recalcitrance!

If your staff senses you value their ideas they will be encouraged to contribute to the overall success of your organisation. Involve them in important business decisions and they will be committed to the planned changes.

Your staff can also be an excellent sounding board for new ideas. Be prepared to float ideas in an unobtrusive way to staff members because it’s amazing how an important idea that you floated casually past staff can in time be seen as something they themselves came up with.

This transferring of ownership of a good idea is what provides the commitment from its new owner to its implementation. This is one, if not the most, important tool we use to make a dramatic change process possible.  It empowers people, builds commitment and makes them feel a valued member of the organisation. Employees who feel they are an important cog in the wheel will work three times as hard for you as those who feel they are simply following instructions from above.

As US President Theodore Roosevelt once said, “The best executive is the one who has sense enough to pick good men to do what he wants done, and self-restraint to keep from meddling with them while they do it.” 

The five governing principles – our culture

As a leader you need to decide what your values are, then state these principles internally, publicly advocate them as part of the deeply imbued culture of the organisation, ensure they are practised, accept criticism and adjust them as needed.

When someone asks you what you or your organisation stands for, be ready to give them a clear, unhesitating answer. 

When I arrived at the ACCC we set for ourselves five fundamental governing principles that we wanted to form the foundation of our culture. They are a statement of who we are, how we work and what we stand for. They sit nicely alongside the attributes required of effective leaders.

Certainly I have attempted to apply these five principles in all the public discussion of the approach of the Commission that I have undertaken since assuming office. And likewise I have attempted to apply these five principles in some of the subtle and some of the more obvious changes to our style and method of operation that I have endeavoured, in conjunction with my fellow Commissioners to implement.

Transparency – We are a public institution whose regulatory activities have the potential to affect every business decision and the relationship of business to Australian consumers. Of necessity, the ACCC must be transparent in its dealings and such transparency carries with it appropriate accountability to the Australian public.

Confidentiality – Those dealing with the ACCC must have confidence in the integrity of its processes. Confidentiality must be maintained where this is requested by parties dealing with us. This principle can only be waived with the consent (express or implied) of those parties or where transparency is overwhelmingly in the public interest.

Timeliness – Investigative processes and decisions on all matters before the ACCC should be made as efficiently as possible to avoid costly delays, business uncertainty and reduced impact in the case of enforcement processes.

Predictability – We don’t make ad hoc decisions and we should set clear directions as to our priorities to give business certainty about our actions.

Fairness – We do not discuss investigations; we do not discuss matters before the courts. We must not act capriciously, nor act with zealotry in our administration of the Act. We must above all be fair in all our dealings with the community. Transparency in our operations and the resultant accountability to the community are the fundamental disciplines that ensure that fairness is the paramount consideration in all our determinations.

To these five principles I have now added a sixth – not so much a principle as a challenge – being Strategic - that is to say, becoming smarter in achieving our objectives and our desired outcomes.

The fundamental challenge in all areas is like playing a game of chess. You either forecast your opponent’s moves and options up to three moves ahead or you wait for your opponent to move and react – with the inevitable result of checkmate.

In MBA terms, it is like designing a decision tree where proper business planning requires three steps to be taken.

· Identify a problem or a current situation

· Formulate a desired solution/outcome and THEN

· Formulate a strategy to move from the problem or situation to the intended solution/outcome.

In the context of the decision tree there will rarely be one only one process for moving from the problem to the solution/outcome.

As with a game of chess, each particular course of action has the potential to run into anticipated or unexpected blocks which prevent any further progress towards the intended outcome.

A properly designed decision tree, as with a carefully calculated chess game, will anticipate these blocks or at the least be prepared to change course and adapt to the impediments being placed in the way of proceeding to the desired outcome/solution.

And if the Commission is to be effective in carrying out its responsibilities, it must not only focus on the specific issue before it at any point of time, nor focus just on the next move required in response to an action by those who may view it as an adversary, but the Commission needs to take account of all imperatives affecting its overall effectiveness, and forecast ahead all possible courses of action and anticipate its responses or pro-active actions to keep ahead of the game.

Conclusion

Leadership, it is often claimed, is not something that can be taught. It is true there is a certain charisma, drive and ability that is required of all leaders, but the skills that carry them from being good managers to leaders can be practices and over time developed.

These include personal attributes – clear thinking, confidence, conviction, communication and commitment – all hallmarks of future success and leadership. Each attribute has a different meaning and application to different individuals.

Recognising abilities in others and inspiring them to take ownership of your organisation’s success is also the hallmark of a good leader. No matter how brilliant a CEO or director might be, what he or she can achieve alone by micromanaging their staff will be a fraction of what is possible if they develop, empower and trust those staff to deliver.

Finally, humility, and a willingness to make mistakes and learn from them is essential. Nothing new will be discovered by taking a cautious attitude of falling back on strategies that have been effective in the past. Equally, a leader needs to have the humility to admit when new ideas have failed, or when criticism from outside is justified and should respond accordingly.

At the ACCC we have set a compass for the organisation by developing and oft repeating the values our organisation stands for: transparency, confidentiality, timeliness, predictability and fairness.

The true test of the effectiveness of your leadership will only really be known once you have moved on. If those values that you have sought to instil live on in the organisation once you have left, you will know you have succeeded.

Thank you.
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